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According to a study released March 27 by the New York- based consulting firm, Frost and Sullivan,
the future of Argentine democratic government depends on economic growth. The analysis
performed by the company's political risk department indicated that in the next 18 months, there
is a 69% probability that President Raul Alfonsin will continue in power, a 30% probability of an
alternative coalition government emerging and assuming power, and a 1% probability of a military
coup. Next, the study asserts that the Argentine will remain in place if the economy expands, which
in turn means a reduction in the risk of political instability. However, analysts also warn potential
investors that the possibility exists for Alfonsin's failure in persuading the national congress to
approve necessary legislation for the liberalization and privatization of the economy. Frost and
Sullivan, which carries out investment risk studies for clients from several countries, predicts that
if Argentina experiences another bout of high inflation, the Peronists could return to power if their
various factions decide to cooperate among themselves. If the Peronists assume political power,
liberalization of commerce and investments will come to a halt, and political problems will increase.
At present, political risks and for investment in general are evaluated as moderate. For 1987, the
company predicts a gross domestic product (GDP) growth rate of around 3%, 60% inflation, and a
current account deficit of some $2 billion. In terms of risks concerning financial transfers, the report
indicates that there are controls which delay the transfer of profits, and it is likely these controls will
increase in coming months. (Basic data from UPI, 03/27/87)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

